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U. S. Government Foreign Aid
in Fiscal Year 1951

GRD‘SS foreign aid furnished by the United States Gov-
ernmont in fiscnl year 1961 declined to approximately $4.9
billion, the least in pny yeny since the end of World War II,
as the contihved reduotion in economic sid more than offset
& rigo in milifary sssisiance. The decline in eeonomic aid
follpwed! echadules established in part as a result of the nota-
ble adwonces in sconomie reecovery through 1050 in the
Europesn-recovery program grens, Military sssistance in-
ereaged rapidly in both relative and nbsolube terms during
" the year and comprissd 33 percent of foreign aid in the
lnst quarter. On the whole, gross aid had tended to detrease
ainge the peak catablished during the firat year of the Eure-
Pern-recoVory Profraim. .

The low point in aid aciually ocowred et the bepinning of
fscal your 1851, Dwring the year, the trend roversed as

e grants ond credits increased from o low of less than £1
illion in the Fuly—September 1950 %qu to $1.4 billion in
the 8 months ended June 30, 1951, During thia last %yqrtrer
aid wes provided at the highest nonual yate {§5.8 billion}
since ﬂllrrjl'.oiu fiscal yenr 1850. Thus, the total decline in

fiscal yonr 1051 was only 5 pereent from the precading year.

WNat forei

aid, which talres into Lccount the receit by
the United

tates Govarnment of reverse gronts and retirns
of ts and of principal ropaymenta on credits, was $4.5
billien in fiscal yonr 1951, slightly less than in the pravious
year. Decause reinrne experienced n relatively grentor
decline—32 percent, in contrast te the & parcent for grosa
aig—net nid displeyed loss change in the 2 yoare.

Postwar aid epproaching wartime total

By June 30, 1051, pross foreign nid rendered hy the United
Stotes Government m the six postwar years stood ab $38.2
billion, with itz cornposition as showe o teble k. From
the begimning of wartime netivity in July 1940, 11 of
foreign nid had brought the aggregate valne of goods, serv-
iers, and funds furnshed on o grant or credit basis to the
immense amaunt of $82.4 billion ($71.8 billion net). This
is exclusive of the Govermment's investrment of $3.4 billion
in the International Bank for Reconstruction and Develop-
ment and the Intemationnl Monetary Fond.

The Communish invasion of South Koren, coming at the
beginming of fiscal yoor 1951, spurred congressionnl authori-

In Fiscal Year 1951 ...
Military assistance prograssively incrairtad in
impaorlance in gross Forsign oid . . .
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12 SURVEY OF CURBENT BUSINESS

zotion of ndditions]l military asasistance to the free nations
of the world. Although actual aid wae at a nodir, $9 billien
waa added during yeor 1051 to the beflnning CALTY-OVar
of ) billion available for foreign aid. Ae a result of the
Telntively slow uze of these resources duning the year, as of
June 30, 1951, almost $10 billion was still to be furnished
aa nid undet existing legislation. Appropriations and credit
guthorizations oxcesding $8 billion were sdded thmu%a
Octobar 1851, If these avnilabile funds are fully uiilized,
cumulativa postoar gross foreign aid will then axeced %50
billion—more thean Eg gross foreign aid by the United
States Governmant during the entive World War IT period.

Grants dominate foroign-aid picture

Since tha bepinning of the European-recovery program,
the United States Government has recognized that current
foreign aid was required predominantly on & grant besis.
However, aid in the form of credits continued in relativ.
emall amounte. Such aid equaled $419 million in fisea
year 1951, almoat identical to the amount in the preceding
yenr. Principe]l repeymeots om credits displayed only
siightly mors of & cha Mok eredits thua continuved o4 3
pereent of total net sid—in contrast to 50 percent in ihe

inbe postvar peviod, )

Congressionnl requirementa had established 3 floor under
European-recovery crodit (as opposed to grants) ; subsaquent
credits only alight!y exceaded this minioum. In the aitempt
{o increase the proportion of eredit to grant aid, the Congreas
in the Mutusal Security Aet of 1951 stiﬁu]at.ed thai no less
tinn 10 percent of ibe econcmic aid to Europe skould be on
credit terms. X

Sinee grant nssistanca conatituted tha bulk of
sid in recent years, it was in this form of aid thet the mg-
pificant fiscal year 1951 shifta securred. Military-aid grants
under the mutunl-defenss assistance program erad
momentum, snd mcrensed steadily in the year and a half
following their inception to total nearly $0.5 billion in the 3
monthe snded Fone 50, 1951, Althoogh euch sid amounted
to over 1.2 billion for the fiscal year a2 n whole, it was atil]
axceeded by oconomic assistance furnished throuph Euvo-
pean-recovery granta and eredits which totaled $2.5 billion
m fiscal year 1851, However, the latter had declined by
$0.9 billion from the previous year.

Government agencies return as exporters

Angther important indication of the changing choracter of
forcign aid was the increase in the portion furnished directly
a8 goods and services by United Stales Government agencies.
After the end of World War II, the Government preferred to
finonee most of it foreign nid through privnte trade and to
withdraw Federal agencics as the actual exporters. This
Govornment poliey was intended to foster private inte-
paticnad wade. In during this poatwar Deriod foreigm

overnments Wwere to withdraw purchnsing missions

m the United States se o stimulani to the return of trade
1o privake :]E:nnnls. of foro 1 ”

cIce, roporiton of gross iem aid actn fur~
nished by Fedl;mF arenciea 23 & and services hn{i de-
clined from nearly 10) percent during tha war, to 90 parcont
in fiscal yoar 1946—the ficst posiwat yenr—ond chen ns far
na 28 parcant in Racal 1950. After renching a low point
of 21 pereont of total gross nid in the last guarter of that
jﬁar;lﬁ%ﬂds snd services nssumed more significant Fmpart.iunn
and almest equaled eash aid in the last quarter of Becal year
1951,

This return of the Government 60 o supply function con-
firmed the groater influence of military aesistanes in aid,
since military items are provided directly by the Govan-
ment, not through finencing of privato-lrade chonnels.

foreign -
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British improvement loads to economic-aid
decline '

The Europsan eoundcies which were members of the
Organization for Europesn Esonomie Cooparation (OEEC)
received three-fourths of the United States Government
foreign aid in fiscal year 1961, nlmoet as lorge a proportion
ag in the precading rear. 'The Ewropean recow rogTAm,
iteelf, however, represented only 69 percent of the $3.8
billion in aid funished this aren in the 12 months ended
Jume 30, 1961, compared to 87 percent in fisenl year 1950

Over half of the $934-million declins in European recovery
%:lutaandcmditaintheﬁam[ vear waa in aid to the Ubnited

mgdom, which regeived only 43 percont of the emount it
had received in fiecol year 1950, This docline wans most
evidenti in the & months following December 81, 19850, after
which date aid allocaiions to the United Eingdom wars
almost completely curtaflod onder this p . The
Eurapean-recovery gid which did continne to flow to the
British was in fultillment of sarlier allocations, Curteilment
of United Kingdom 2id wes in ition of the considerable
improvement then evidenced in British dellar position.

uring fiseal yeor 1951 the Uniked Kc;n;gldam made larga
™ {l;lanta of princips] on gutstanding credits—§56 million,
of w ﬂ%‘&éﬂ%muwas ;lnl ihe Bﬂmnstruch;mfium
Corporsiion eollntersl loax, Moreover une 30,
1951, balence of $22 million on this $280-million Jonn was
peid off entirely by September 28. ‘Thiz loan had boen
made in 1941 to ¢nable the TInited m to keep its
Iyvestments in the United States. The enrnivge from ihe
pledged coliaternl had been received by RFC and applied
to reduction of princi and payment of intereas. The
earnings received had been larger them ankicipated st the
time the loan waa made, enabling repayment slmost 5
yenrs ghead of maturity date.

Further, the United om reserves of gold and dollara
o8 from $2.4 billion as of June 30, 1950, to $3.9 billion 1
year later. Tnitad Kingdom purchases of $1,420 million
comprised more thon one-ialf of the net zold cutflow from
the United States Government in this year. In its total
purchase of 31,600 million in gold follo the currency
devalustions in Seplember 1949, the Umited I 11
winz abla to recover all but $37 million of the gold eold to
the United Stetes in the postwar period preceding the peund
devaluation. .

Doclines in add to Germany. Fronce, Netherlande, and
Pelglum  were significant. TPortugsl was the only
QEKC eountry with o rﬁi}aﬂed inerense in sconemic aid
in fiseal year 1951 over the ding yoar. The over-all
decline was in kecping with the original plan for the Eura-
pean-recovery program wherohy a4 geadunl deeline to the
middla of 1952 wns anizu,gecf

European aid includes EPU capital contribution

Econemic conditions in Eurepe were genernlly improving
over ilus period.  In particaler, intm—ﬁ:ropenn frade waa
expanded by OEEC members through the crention of the
Europonn Faymenta Unien (EPU) for multilateral com-
pensntion. Total prants by BECA through EPU totaled
ovor 351 milflion in fiscnl year 1851, ‘These payments were
made from %350 million pledged. by the United Sintes
Government a8 a capital econtribotion to enahle EPUT to
make settloments with countries entitled io receive goid
snd dollars undet the intre-European clearanca acheme.
The monthly hilateral imbalonces in intrn-European trodae
of the EPT participants summed to over $3.2 billion in
Feenl year 1951, However, bectuse the direciion of im-
buloncos between conntrles {requently ehanged from oae
month to the next, the bilsieral imbalnnces on o net cumu-
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Government financial sssistance, However, chronic mal-
adjustments in European frade wore not casily arsdieated.
Therefore, during the June 1951 gquarter ECA proavided
ginnts 1o Austnia and Iceland specifically to assist those
countries in clearing their deficits with EPT.

Military assistance sustains European aid total

Deapite the large declines in European-recovery aid in
fzeal year 1951, noted nbove, total gross and net aid to the
participating countries declined by only 9 and 7 Nﬂﬁrmnt,
reapectively, as compared to fiscal year 1950. The relatively
smaller decline was due to the $950-million increase in
mutnsl-defense assistance provided to the Western Tpropean
countyics,

Dwring the 3 months anded June 30, 1951, mutual-ilefense
assistance to Burope reached the annual rate of $2% billion,
no incronse of nbout 80 percent from the previous quarter.
Asmistance furnished from excess United States Government
stocks declined, so that the flow of currend production into
military aid increnscd more rapidly than teial mubual-
defenge nssistance.

In addition to previding military equipment, the mutual-
defonac aszistence program ];mvidea matorials nnd machinery
for incressed European military production pnd some raw
materials uzoble for both military and civiian purposes.
Sueh aid i furnished through ECA, aeting for the State
Daopartmeni which administors the whole program.  For the
vntire fiscul yeor, o total of $17 million was provided in this
type of nssistanco which in closely integrated with the
lgumpuane-lmwry program in the expoansion of productive
faeilities in the participating countrics.

Information on the mwtuval-defonse assiztanee 1%
provided t.hm;fh ECA is available by conntry gnd & s
included in table 2, Data on militwy-item aid ave not
shown by country, but the amount provided agminst the
aulhorizalion for the North Atlnntic area mnd for Cireeca,
Turkey, 2nd Iran is included in the ERE nrep total

Other European aid limited to Yugoslavia

Yugoslavin ales roceivoed mutusl-defense nssistancs under
the provision wheveby o limited amount of the assistonce
authorized by Congress can be provided to sty "“European
nation whoss etrotegic locntion makes it of diroet importanes
to the dofepse of the North Atlantic area and whose im-
medintely incronsed alality to defead itself * * * con-
tributes to the preservation of the patce nnd sevirity of the

e T oo
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North Atlantic grea * * %" Tnder this special author-
ity approxmately $15 million was provided to Tugoslaria
838 atop-map nesistance to relieve the critical faod shortage
in that country enrly in 1951,

Immedintol fullowhif the eetablishment of this stop-ga
aicl program for T nvin {(which is ineluded m mutual-
dofenee grants), the Congrses in Decembor 1850 anthorized &

eeiel Yugoslav-sid program, administered by the Stale
Department. Under the latter authorization {oodstufis
worth §30 million were shipped to Yugoslavia in the first &
months of 1961 from a plaomed $38-million totel.  Menn-
whila, the Export-Imtport Bank (EIB} dishursad $6 million
for foodstuffa under a $15-million credil authovized to
Yugoslaria early in fiscal year 1851, In additiom Yugeslavin
dvew on other ETB cradits. Finally, as n part of the mutusl-
dafensao Img,mm oparated through ECA, Yugoslavin was
furnished $2 maflion more o assistanee in the Jung 1051
quartar, Total nid to Yugoslavia in the fscal yenr ap-
proached %84 millien, of which 60 percont was m the lost
& manthe.

Battle area aid rises in Korea

Economic-grant aid o Korea, the focus of world interest
during Beenl year 1851, morensed in int yoear, totaling $00
million compared with $82 million tha provions yane, The
invasion and the sebsequont contraction of the nren con-
trolled by tho United Nations forces cavsed n sharp decline
in thn aid in tho July-September 1950 period. In the last
3 months of calendar yomr 1950, the Army provided consider-
oble common-use items, such as reilrond equipmont, to Koren
and in the subsaquent two quariers of the fisenl year fumished
reliof from Army funds and from an appropristion of $50
million appreved for that purposzo in January 1051, By the
June 1951 quarter, total grants to Koren veturned o the
average prenvasion lovel, about $20 million, with three-
fourths hoing provided by the Avmy as civilian relief and the
remainder ced by ECA under Axmy responsibility.

Mutuol-defense nssistance to Korea, the Ihilippiocs, and
the general nrea of Cliina wns st an annusl rate of $260 mil-
lion w the April-June 1851 quarter, aimost the snmp as In
the provious 3-monih pariod. For the ontire Aacol year this
military nesistance excoodod $181 millon, after starting in
tho final quarter of fiscal yeer 1850 with $5 million in grants.
‘Data on military-assizgtance grants are inelnded in “All other
counlrics” in tnble 2; information for specific counbries js
not availzble.
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Indian famine spurs Unized Srates aid

Economic assistonce to Taiwnn (Formose) in the fiscal
yvear 1951 was considerably abovo the previcus year, o-

ting $32 million. Eeonomin assistzneca included aid to

iineso students in the United States. The United States
Government progrem for expanded economic assistance to
southeast Asin, other than %urmuuﬂ., bhegon in fiscnl wear
1851 and totuled $11 million. India received $¢ million
of these fiscel-yem grapts as & partial subsidy en grain for
famine rolicf.

Althougl actual aid to Indie was not large, considerable
attention waa devoted in 1951 to the famine emergoncy in
that country. A major incrosse in aid for Fndig was nuthor-
igod ou credit terms by Congress m June 1951, for the pur-
chnsa of food graing (mostly whoat) in the United States for
shipment to India. The loan ngroememt with Imdin, exe-
cuted by EIB, provides for repayment in dollers but containg
o provision that, at the request of ECA or EIB, Indis will
enter imé0 negotintions (o modify the agrecment to provide

for poyment of principal and mterest by the delivery of dafi-
ciency materinl af prices, times, snd on terms mutually
agreed UpOn.

Philippine rehabilitation concluded during year

Wherens tha situation in India was of on emergency famine
choracter, the Philippines wers suffering from more chronia
economic malndjustments, These were tha subjoct of the
report of the Feonomic Survay Mission to the Philippines.
Aid to the Philippines wns undertaken v port of the ECA
southeast Asia progrom in keeping with one of the recom-
mendntions of the mission.

Tho_Fhilippines teceived only nomingl assistance under
the ECA program, but continued to receive sorvices under
the Philippine rehabilitation propram thuovghout fisenl year
1951 in diminishing amounis. ims payments for war
dwmage paid under the latter ram were curbailed Lefore
April 1951 ; these bad comprized the bulk of the Philippinae
aid prior to December 1950,

The United States provided further aid te the domestia
economy in the Philippines thrm%h BN agrecmont signed in
November 1950 permitting the Philippine Government to
utilize poso funds held {or the Thuted Stetes, smovnting to
approximately $36 million, e meot domestic obligntions.
This ﬂfrmmgnh provided for repayment in dollars in 10 squal
sonunl instalimants with intorest.

Korean conflict improves Japanese earnings

Evidences of continuing postwor recovery in Japen and the
Ryukyu Islands in fisenl yonr 1950 led to a diminution of aid
progremmed by the United States Government for fiseal yoor
1951. ‘Thus, m the laiter yem' net sid dechined to $286
million from $383 million the preceding yem. Most of this
aid to Japan and the Ryukyu Isinnds was provided by tha
United States Government through the Army as civilisn
supplies to omugﬁld_ orecs.  Civilian-supply gronts included,
in addition to o civilian Toodstuffs, raw materials for
ceonomic recovery. In fiscal year 1851, cotton zlone com-

rised $143 million, or almost ono-half of the net sid ko
RI'I.['}.!IJI and the Byukyue.

Az n resull of the mil oclivity in Koren, the Thnited
Siates Government is spending lavge ameunis to purclnss
supplies and services in Jopan, which sarves 83 o ¢lose base
for United Nations operations on the msainlond. The
extendad purcheses in Japan incrensed the J:gm.neae dollax-
caning capacity nned correspondingly deerensad the necessit:
for grant aid from the United States Government, Aceord-
ingly no grants are contempinted for Japsn by the United
States Govornmont heyond June 1851 oxcept for [quidation
of unsbipped amounts from the ealier proprams,

Hovember 1951

American Republics dominate technical-
assisiance grands

TUnited States Goverpment nid o the Americnn Republics
maved counter to the genernl trend, increasing by 45 parcant
from fiscal yeor 1050 to the sueceading yenr. it dia-
bursemants by EIB to Argontina wera ths major feator in
this increase.  These dishursements—irom the 3126-million
erodib authorized Inte in May 1950—+totaled $86 million in
the first 6 months of calendar year 1951, As o result, tha
American Repeblics nccounted for half of the net foraign-
oredit activity of Governmaent agencies in fisea] 1951,

_The American Republics nre the principal recipients of the
bilaterel aid provided under the Peint 4 , which in-
cludes the techniral assistance provided by the Institute of
Inter-American Affairs. Techpical-nssistance grants of $15
million to the American Republics wers npproximately holf
of thoze mada in fizcal yenr 1680,  This declive was primsarily
the result of decreased sid wader the joint enoperative pro-
gram o assist Mexico in the erndication of the fect-and-
mouth diseass epidemic ameng eattls in that eountey.

Upsurge in grants end credits expected

Indications persisted that for severnl years the United
States Govarnment would have to continus nasistones to the

Tabkble 3—Forelgn Aid Authoristions Available in Fises! Yeor 1952
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free notiona of the world. The estimated total availoble
for aid for fiseat yoar 1952 and pipeline carry-over into fiscak
year 1963 oxceeds $15 billion. As shown in table 3, nearly
two-thirds of these availeble funds is for milikary assistance.
In the mast recent puthorization the Congress provided new
funds for n consolidation of most Government nid inte the
mutual-security progrom, with a larger propovtion of the wid
nllocated for military assistenes. Further, sconomie and
techmical assistance authorized on a grant basis was slightly
above $1.3 billion, in comparison to o rate two Lo four times
grenter during the last 2 vears,

The new amounts alse include $1 billion sdded to the EIB
landing power. In the last year E1B began axtanding credits
to finanee the development in foreign countriea of alratagic
and ecritical motorinls needed by the United States in its
rearmament program.  Such cradit agreernsnts wera vsusll
tied into progurement sments between the (Genera

ices Adminisivabion and borrower whershy most or

all production from the financed projects would be sold to tha
%ﬂltiil Sbﬂt.l anrft.]i:;mﬂnt nvlﬁr he.lﬂ periudd !;fhl;hﬂ credit.
¢ anlovged loan puthority wi p expand this program.

This enormous backlog of wnused nid nuthority will forea
both grant and credit nssistance into higher levels than
existed in fisenl year 1951,




